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INDIANA GAMING COMMISSION

REGULAR BUSINESS MEETING

MAY 30, 2004

MR. VOWELS: We'll go ahead and call
the meeting to order. It is precisely ten.
We do have a gqguorum. We've got everyone

here today on the Gaming Commission, all six
of the present members, so we will call the
meeting to order.

First the matter, then, on the agenda

today is the approval of the minutes from

the February 6, 2004, meeting. We've had
all -- an opportunity to review those
minutes. Is there a motion in reference to

the minutes?

MR. MILCAREK: So moved.

MR. VOWELS: Is there a second?

MR. GETTELFINGER: Second.

MR. VOWELS : Any further discussion?

All of those in favor of adopting the
minutes say aye.

(All Commission members present say
ave.)

MR. VOWELS: Show they are adopted.

And then the next matter on the

Baynegs: hlreg
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1 agenda 1is the report of the Executive

2 Director. Mr. Lawrence, what do you have

3 for us?

4 MR. LAWRENCE: Thank you, Mr.

5 | Chairman.

6 First, I would like to introduce to
7 you a person I report to in the governor's

8 office, Kevin Murray 1is in the back. He's

9 special counsel to Governor Joe Kernan. This
10 is his first meeting. He's learning all

11 about the industry.

12 I'"1ll now report waivers that I

13 granted since our last meeting. Horseshoe
14 was granted a temporary waiver of the

15 roulette chip reserve set requirement. They
16 had a special guest come in. Trump was

17 granted a waiver of the progressive pot

18 requirements to transfer the Pai Gow Poker
19 progressive pot to the Caribbean Stud

20 progressive pot after notification to the

21 patrons this was going to happen over a

22 period of time. Caesars was granted a

23 waiver of token accepters on the electronic
24 gaming devices. Belterra was granted a

25 waiver to alter it's emergency response plan

- - kY
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practice for the first quarter of 2004.

Waivers I denied, Blue Chip requested
the ability to offer a single deck blackjack
with a payout of 6 to 5. That request was
denied. And Horseshoe regquested the ability
to cash non-payroll casino checks at their
facility. This would -- they requested to
be able to allow other casino checks to be
cashed at their casino, and I denied that
request, also. We saw no difference between
other casinos and other businesses and,
therefore, we didn't feel that that was what
we wanted to be doing.

Also, I have a supplier withdrawal,

Sierra Design Group. On February 6th, the

Commission adopted Resolution 2004-7 which
approves the transfer of ownership interest
in supplier licensee Sierra Design Group.
Transfer would result in Alliance, also a
supplier licensee, owning 100 percent of
Sierra Dbesign. And the resolution granted
Sierra Design's request to withdraw its
supplier’s license once the transaction was

completed. We were notified on March 2nd

that the transaction was completed and,
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therefore, at that time Sierra Design
relinquished its supplier's license pursuant
to that resolution.

Finally, a staff change. We have a
new attorney on board. THat'sIKatherine
Hood, doing a great job in the short period
of time she's been here.

And that's my report.

MR. VOWELS: Any guestions for Mr.
Lawrence on any of those matters?

Then we go to old business. Is there
any old business?

MR. LAWRENCE: No, sir.

MR. VOWELS: And under new business,
we're up to the appointment of the
administrative law judge. Is that where we.
would be under new business?

MR. LAWRENCE: Yes. If you recall,
previously aur administrative law judge was
Buddy Pilot, and he was appointed a judge
vacancy 1in a court in Hamilton County, and,
therefore, we had to find a new
administrative law judge, and we've entered
into a contract with David Rimstidt. David

previously was a Marion County judge and 1is

Ba neg_%ﬂf%hwe
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now a partner in a mediation firm here in

-—

Indianapolis. And, therefore, I would ask
for your permission, we need, by our statutes
and by our regulations,'that you need to
approve that. So, you will see an
appointment of an administrative law judge, .
and we request that you approve that.

MR. VOWELS: In our packet 1is the

appointment of Administrative Law Judge David

© O oo N O ;oA W N

L. Rimstidt.
11 Is there a motion in reference to the

12 appointment of Mr. Rimstidt?

13 MR. GETTELFINGER: Move to approve.
14 MR. VOWELS: Is there a second?

15 MS. BOCHNOWSKI: Second.

16 MR. VOWELS: Any further discussion?
17 All of those in favor say aye.

18 (All Commission members present say
19 aye.)

20 MR. VOWELS: Show it is approved.

21 And then we go to the deputy director

- 22 on the Orange County update.

23 Miss Arnold, what do you have for us?
24 MS. ARNOLD: Thank you, Mr. Chairman.
25 We received three proposals for the
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Orange County project on tﬁe 23rd. We
forwarded those proposals to SPIA so they can
begin their analysis. We also continue to
investigate the financing, the finances of
each applicant, and the background
investigative unit continues to investigate

key people. The proposals have been provided

to the Historic Hotel Preservation Commission

and to local elected officials in Orange
County for their review under a
confidentiality égreement.

The Historic Hotel Preservation
Commission asked for a three-week period to
conduct negotiations with the applicants.
The negotiations begin on Monday. We expect
a report from them no later than May 17th.
At that time, if agreements have not been
reached, then we will, as a staff we will
assess where they're at, what type of
resources they may need to reach agreement
and make any necessary decisions about
timing.

While we are still targeting late
summer, I think that Staff knows that we

need to be flexible with that timing so that

Baynegzs hwey
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we make sure we complete ;ll thé key pérsbn
investigations and have a thorough review of
the finances, and we also want to be
sensitive to the needs of the local community
and the applicants in their negotiations so
they have adequate time to assess their needs
and to reach an agreement that meets the
needs of both the community and the
applicants.

And if you have any guestions, I'd be

glad to answer them.

MR. VOWELS: Any questions for Miss
Arnold?

All right. Thank you.

MR. LAWRENCE: Mr. Chairman, at this
time maybe you want to recognize Mr.
Gettelfinger.

MR. VOWELS: Oh, yes. Mr.
Gettelfinger, you'll be recusing yourself in
the matters of the Orange County licensing?

MR. GETTELFINGER: Yes. To explain
that, my name 1s Dale Gettelfinger, and I'm
the president and chief executive officer of
Monroe, Shine & Cohen, CPAs. We have
offices in southern Indiana. And among our
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clients is Fuzzy Zeller, a local professiohal
golfer and his business entities. It has
been announced that Mr. Zeller may have
responsibilities with the Trump Caéino should
they be fortunate enough to receive that
contract. So, I believe it's in the best
interest of me, the Commission and the

‘citizens of Indiana if I abstain from the

© (e2] ~ (=2 ()] AW N

deliberations of the Executive Commission on
the O0range County matters and will not be
voting on that matter.

MR. VOWELS: Thank you;

All right, then. The next matters,
then, are the occupational license matters.

Miss Brodnan.

MS. BRODNAN: Good morning. The
first matter is the occupational license of
Steven Kunkel. On May 13, 2003, Mr. Kunkel
was granted a temporary Level 1 license to
work as a captain master at Trump Casino.
The Gaming Enforcement Division began an
investigation into his background and
discovered that he did not disclose
information regarding his criminal history

and that he falsely stated information

N
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regardiﬁg two previous gaming Jjobs aﬁd the
reasons he left those jobs.

Pursuant to Indiana code, the
Commission may refuse to issue a license to
an individual who does not disclose or
falsely discloses information regquired by the
application. Pursuant to gaming regulations,
the Executive Director may revoke a temporary
badge if it's determined that the
investigation reveals that the individual 1is
not suitable for licensure.

Based on Mr. Kunkel's fajlure to
accurately and completely disclose
information, Commission staff determined that
he is unsuitable for licensure. Commission
staff formerly advised Mr. Kunkel of this on
March 16th when his temporary badge was
revoked. You will need to Voﬁe to grant or
deny his application for an occupational
license. Commission staff recommends that
you deny the application. If you do so, he
will have the opportunity to appeal..

MR. VOWELS: Any guestions for Miss
Brodnan in reference to this? Let's go

ahead take care of this.

Bayne hlreg
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1 This is the Commission action on

2 revocation of temporary license and denial of
3 application for a permanent occupational

4 application license of Steven Kunkel.

5 . Is there a motion to deny or approve
6 the application for the occupational license
7 of Mr. Kunkel.

8 MS. ROSE: Move to deny.

9 MR. VOWELS: Is there a second?

10 MR. NDUKWU: Second.

1 MR. VOWELS: Any further discussion?
12 All of those in favor of the denial
13 say aye.

14 (All Commission members present say .
15 aye.)

16 MR. VOWELS: Show the license 1is:

17 denied.

18 Do you have another one for us?

19 MS. BRODNAN: Yes. The next involves
20 Aaron Norman. ‘On August 27, 2003, Mr.

21 Norman was issued a Level 2 occupational

22 license to work at Argosy Casino. On

23 November 20, 2003, his employment was

24 terminated after it was discovered he

25 committed a theft during the performance of

Ba nehlre
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1 hié duties. He‘completed a written statement
2 where he admitted to taking money without
3 authorization. Therefore, Commission staff
4 revoked his temporary license and denied his
5 application for a permanent license. You
6 will need to vote to grant or deny his
7 application, which the Staff recommends you
8 deny the application. And if do so, he will
9 have the opportunity to appeal.
10 MR. VOWELS: Any questions of Miss
11 Brodnan?
12 And we have in front of us the
13 Commiésion action on the revocation of the
14 temporary license and denial of application
15 for a permanent occupational license of Aaron
16 Norman.
17 Is there a motion to approve or deny
18 the application?
19 | 'MS. BOCHNOWSKI: Move to deny.
20 MR. VOWELS: Is there a second?
21 MR. GETTELFINGER: Second.
- 22 MR. VOWELS: Any further discussion?
!23 All those in favor say avye.
24 (All Commission members present say
25 aye.)
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MR. VOWELS: Show it 1is denied.

You have one more?

MS. BRODNAN: Yes.

Douglas Smith submitted an application
for a Level 2 license on February 18, 2004,
to work as a security manager at Buffington

Harbor. Pursuant to Indiana code, Mr.

Smith's application was denied due to his

disclosure that he had been convicted of a
felony. On February 23, Mr. Smith submitted
a request for a waiver of fhat
disqualification. A hearing was held to
consider his request on April 12, 2004, on
the property of Majestic Star in Gary. 1

acted as the review officer and submitted

written Findings of Fact and Recommendation

to you that his request for a felony waiver
be granted. Commission staff recommends that
you adopt that recommendation and grant his’
reguest.

MR. VOWELS: Thank you.

Any questions for Miss Brodnan?

What we have here is the Indiana
Gaming Commission ordér concerning the felony

waiver request for Mr. Douglas Smith. This

- Baynegs* hlreg
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is for us to adopt or reject the

,recommendation of the new officer granting a

request for the waiver.

Is there a motion to adopt or feject
the recommendation?

MR. MILCAREK: I move to adopt the

recommendation.

MR. VOWELS: Is there a second?
MR. NDUKWU: I would second.
MR. VOWELS: Any further discussion?

All those in favor say aye.

(All Commission members present say
aye.)

MR. VOWELS: Show it is adopted.

That's all of that.

Ms. Marsden; we go to you on
supplier's licenses.

MS. MARSDEN: Thank you.

Resolution 2004-14 is considering
renewal of supplier's licenses. On July the
11th of 2003 pursuant to Resolution 2003-28
and 2003-29, the Commission renewed the
supplier licenses of Casino Data Systems,
Konami Gaming, Inc., ServiceMaster by

Wallace, Inc., Shuffle Master, Inc., and

B Bayne; hlreg
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Sigma Game, Inc. Conditions are placed on
the supplier's license that they must renew
annually a request for renewal to supplier's
license at least 30 days before the
expiration of a license in accordance with 68
IAC 2-2-8. Commission staff has received the

request and the annual renewal fees. The

supplier license fees remain suitable for

licensure.

MR. VOWELS: Any questions?

In front of us 1s Resolution 2004-114.
It's A Resolution Concerning the Renewal of
Supplier's License that we referred to.

Is there a motion in reference to
this resolution?

MR. GETTELEFINGER: Yes.

MR. MILCAREK: Second.
MR. VOWELS: Any further discussion?

" All of those in favor say aye.
(All Commission members.present say
aye.)
MR. VOWELS: Show the resolution 1is
approved.
And then you've got 2004-157?

MS. MARSDEN: Correct Resolution

Bagne hu'eg
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2004—15’is concerning £he grantingvof
supplier's licenses to NRT Technology Corp.,
Western Money Systems, Glory USA, .Inc., and
Southwest Surveillance Systems. The
Commission staff has reviewed and received
the supplier's applications and PF1l's and
received the.application fee for both
supplier application and the PF1l's. A
preliminary review of applications has
indicated that these companies meet the
criteria set forth in IAC 4-33-7-3 for
licensure as a supplier.

So, before you is 2004-15 to grant
the supplier licensees to the above named
suppliers.

MR. VOWELS: Thank you.

Any gquestions for Miss Marsden?
Resolution 2004-15 -- did you have a
guestion?

MS. BOCHNOWSKI: Huh-uh. I'm just
waiting until you finish your thing.

MR. VOWELS: This is a resolution

granting temporary supplier's license to NRT-

Technology Corp., Western Money Systems,

Glory U.S.A., Inc., and Southwest

P
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Surveillance Systems.
Is there a motion in reference to

this resolution?

MS. BOCHNOWSKTI: I move £o’adopt.
MR. VOWELS: Is there a second? |
MR. GETTELFINGER: Second.

MR. VOWELS: Any further discussion?

All of those in favor say avye.

(All Commission members present say

aye.)

MR. VOWELS: Show the resolution is
adopted.

And then the next matter I show 1is
Resolution 2004-19. Do we have that in our

packet somewhere? Go ahead and 1I'1l1 find
it.

MS. MARSDEN: Resolution 2004-19 1is a
request of Hasgoe Cleaning Systems, Inc., to
withdraw their supplier's license.
Commission granted Hasgoe supplier's a
supplier's license on May - 29th of 2001.
Hasgoe is requesting to withdraw the
supplier's license due to lack of business

with the riverboats. The Commission needs to

grant or deny their request.

Baynegs? hlrey
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| MR. VOWELS: All right. Aﬁ§
questions for Miss Marsden? In reference to
Resolution 2004-19 is a resolution concerning
the request of Hasgoe Cleaning Systems, Inc.,
to withdraw their supplier's license. Is
there a motion to deny or request the
withdrawal.
MR. GETTELFINGER: Move to grant.
MR. VOWELS: Is there a second?
MS. ROSE: Second.
'MR. VOWELS: Any further gquestions?

All of those in favor say avye.

(All Commission members present say
'ayef)

MR. VOWELS: That takes care of you,
Miss Marsden, I guess, forever, right?

MS. MARSDEN: Well, for today.

MR. VOWELS: And Miss Brodnan, we're
back to you on denial of licensure.

MS . BRODNAN:,,Yes. You have before
you Resolution 2004-16 regarding Miller Pizza
Company, Inc. Miller'Pizzé submitted an
application for a supplier's license in
December 2002. An investigation conducted Dby

the Gaming Enforcement Commission revealed

Bagne,
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issues relative to the company's sUitability
for licensure. Specifically, Miller Pizza
failed to notify the Commission of a change‘
in ownership, failed to notify of an
unsatisfied judgment against the company,
failed to notify of open tax liens filed

against the company and failed to provide

documentation regarding these matters when

requested by investigators. It was also
discovered that a key person of the company
was arrested in 2003 on felony charges.

Upon review of the information
uncovered during the investigation,
Commission staff has determined that Miller
Pizza is not suitable to hold a supplier's
license and recommends that you deny the
application. |

MR. VOWELS: Any questions for Miss
Brodnan? |

Resolution 2004-16 is a resolution
denying a sﬁpplier's license to Miller Pizza
Company, Inc.

Is there a motion in reference  to
this resolution?

MR. MILCAREK: Move to deny.
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| MR .- VOWELS: Is ﬁheré‘éyéecond? “
MS. BOCHNOWSKI: Second.
MR. VOWELS: Any further discussion?

All those in favor say aye.

(All Commission members present say

aye.)

MR. VOWELS: Show the motion 1is
denied.

And Miss Brodnan, we're still with
you.

MS. BRODNAN: Yes. You have before
you Resolution 2004-17 regarding United
States Playing Card. U.S. Playing Card was
issued a temporary supplier's license in
1995.  It's parent company is it Bicycle.
Holding, Inc. On or about February 27th of
this year, Bicycle signed a letter of intent
whereby it will enter into an agreement with

Jarden Corporation to transfer 100 percent of

Card will be a wholly-owned subsidiary of
Jarden. The transaction is suspected to

close in the summer of 2004. U.S. Playing

- Card has provided assurance that there is no

transfer of ownership interest in U.S.

21

Bicycle stock. Upon completion, U.S. Playing

g
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Playing Card and there will no new key”
people or substantial owners introduced;
therefore, U.S. Playing Card has requested
approval of the transaction and a waiver of
any background investigations related to this
fransaction.

MR. VOWELS: Any questions for Miss

‘Brodnan?

Resolution 2004-17 concerns a request
for U.S. Playing Card Company for approval of
the acquisition of parent company Bicycle
Holding, Inc. Is there a reference 1in
reference to, looks like it's in two parts,
to grant or deny their request for the

approval of the acquisition and then to grant

or deny the request for the waiver of the

related background investigations? If
someone wants to make a motion wrapping those
two together, that might work. |

MR. GETTELFINGER: 'I'd 1ike to move
that we grant the approval and that we grant
the request for waiver.

MR. VOWELS: All right. Is there a
second?

MS. BOCHNOWSKTI: Second.

g’ hrey
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MR. VOWELS: Any further discussion?
All those in favor say aye.

(All Commission members present say

aye.)

MR. VOWELS: Motion granted.

Miss Brodnan, still with you.

MS. BRODNAN: Yes.

Shuffle Master, Inc., was 1issued a
permanent supplier's license in 1998. On

February 20th of 2004, Shuffle Master and
Casinos Austria Research and Development
signed a letter of intent whereby Shuffle
Master will acquire all the stock and other
equity interest of Casino Austria and 1its
subsidiaries. Upon completion, Casino
Austria will be a wholly-owned subsidiary of
Shuffle Master. The transaction is expected
to close in mid May. Shuffle Master has
provided assurance that there is no transfer
of ownership interest Shuffle Master and
there will new key people or substantial
owners introduced; therefore, Shuffle Master
has requested a waiver.of any background
investigations. Shuffle Master further

acknowledges that it will be required to

| 'Bagne hlr'eg
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receive all necessary approval and testing of
all new products that will be distributed
pursuant to this acquisition. Commiséion
staff recommends that ydu approve the
transaction and their request for a waiver of
investigation.

MR. VOWELS: Any questions for Miss

‘Brodnan?

Resolution 2004-18 concerns a reguest
of Shuffle Master Inc., for approval af‘the
acquisition of €asinos Austria Research and
Development. It comes in two parts as did
the last one. Is there a motion in
reference to granting and denying and
granting and denying?

MR. GETTELFINGER: I move we grant
the approval of the acquisition and grant for

request of waiver.

MR. VOWELS: Is there a second?
MR. MILCAREK: Second.
MR. -VOWELS : Any further discussion?

All those in favor say aye.-.
(All Commission members present say
aye.)

MR. VOWELS: Motion granted.

~ BaynegsShirey
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1 And we have the name change.

MS. BRODNAN: Yes. Resolution
2000-20 regarding Paul-Son Gaming Corporation
who received a permanent supplier's license

in 1997. By correspondence dated March 31,

be amending its articles of incorporation in

2
3
4
5
6 2004, Paul-Son advised the Commission it will
7
8 May to change its name to Gaming Partners

9

0

International Corporation. Paul-Son has
1 provided assurance there is no change or
11 transfer of ownership interest to corporate
12 structure or officers and directors resulting
13 from the renaming of the company. Pursuant
14 to the information provided, Commission Staff
15 recommends you grant their request to change
16 the name of the licensee.
17 MR. VOWELS: Any questions for Miss
18 Brodnan?
19 : Resolution 2004-20 concerns the
20 request of Paul-Son Gaming Corp. to change
21 the name  and suppliér's licensee.
22 Is there a motion in reference to

23 granting or denying that request?

24 MS. BOCHNOWSKI: Move to grant.
25 MR. VOWELS: Is there a second?
- Bayneg5Bhurey
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1 MS. ROSE:’ Second.
2 MR. VOWELS: Any further discussion?
3 All those in favor say aye.
4 (All Commission members present say
) ave.)
6 MR. VOWELS: Show it is approved.
7 Miss Brodnan, that tékes care of you
8 }| for now. Thank you.
9 Mr. Lawrence, we're back to you on
10 the riverboat owner's matters.
11 MR. LAWRENCE: Yes. Thank you, Mr.
12 Chairman.
13 First on the matter of riverboat
14 | owners matters is a proposal by Blue Chip to
15 build a new vessel in the location that they
16 are now, and I asked them to bring forward
17 their proposal, why they think it's good for
18 the state of Indiana and Michigan City and
19 good for the company, and I think Judy
20 Campbell is here to give you the information
21 that yoﬁ might desire relative to where they
22 are, what they plan to do.
23 MS. FLEMING: Good morning.
24 MR. LAWRENCE: Any of you who are
25 here who are going to be speaking,~if you °
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have cards, please give them to the reporter
2 so that she can get your name right.
3 Thank you.
4 MS. FLEMING: Good morning.r Kay
5 Fleming with Ice Miller.
6 We thought i1t would be easy to
7 introduce people first, and then Judy will
8 call on them to speak. This is Judy
9 Campbell. She is an executive vice president
10 and general manager of Blue Chip Casino in
1" Michigan City. Bob Marra is here. He's a
12 project director with Boyd. He has 20 years
13 in the casino industry, and his most recent
14 | project management was the Borgata in
15 | Atlantic City. Mayor Charles Oberlie is here

16 who is the mayor of Michigam City and would

17 like to address you to advise you of the

18 city's position on this matter. We also

19 have Dan Koch. Dan is with Guidoe, Perla an
20 architectural design firm dealing in naval

21 architecture. They designed the current Biue
22 Chip Casino vessel and numerous other
23 riverboat vessels. Mike Pyrz. Mike is with
24 Kinley-Horn which is a national‘engineering
25 firm. They specify, or they work in other
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1 areas but also site development and heavy
infrastructure, and he is working with Boyd
on this project. Finally, we have Paul
Checkmate who 1is senior vice president and

treasurer with Boyd. He can address any

2
3
4
5
6 financial issues and will be addressing you
7 about financial matters for Boyd, so I turn
8 ‘it over to Judy. I believe you all have a
9 packet of information she will be kind of
0 utilizing as her guide.

MS. CAMPBELL: Somewhat.

Executive Director Lawrence, Chairman
Vowels and Members of the Commission, thank
14 you for taking some time today to at 1least
'look at our proposal before you. This 1is a
very important project to Blue Chip. It's
also a very important project to Boyd Gaming.
Keith Smith, our chief operating officer, and
Brian Larson, our general counsel, had

planned to be with us today, but,

unfortunately, there was unavoidable

23 today, so they send their regrets that they
24 were unable to attend.

25 If you have a chance to look at our
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propbsal ih front of you, you wouid noticé
that there's three phases to‘our overall
plan. Phase 1 consists of modifications to
the basin where our riverboat now sits.
On-site construction of a state of the art
three—levél gaming Vessel, construction of a
parking garage and the expansion of our
existing pavilion.

Phase 2 would call for the addition
of approximately 300 hotel rooms. - And,
finally -- that was Phase 2.

And Phase 3, finally, would call for

the construction of a multi-purpose facility,

housing meeting and entertainment space.

What's represented there in front of
you 1is the most recent set of plans for the
project. Changes as we go along. Thére
have been some modifications to the original.
I would like to take just a few minutes of
your time and talk to you about the first
phase. As 1 said, the vessel will be built
on-site. We will meet all specifications and
requirements of the United States Coast
Guard, and we will retain a complete and

certified Coast Guard crew, marine crew. At
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the completion of the vessel, constructioﬁ of
the main deck will be approximately 65,000
square feet, and it will_contaiﬁ 21, at

least 2100 slot machines and 54 table gahes.
The deck below, which we call the free board
deck, will be available for additional gaming

and back-of-the-house support, and that will

‘be determined as business dictates. We --

, pu
finally, the whole deck will house all of

our necessary mechanical equipment.

This project 1is being developed to
provide a more accessible, comfortable
environment for our guests. And, further,
the upgraded facility will allow us to

compete more. competitively with the increased

competition of the Native American casinos in

Michigan. The new vessel and its
improvements will alilso generate additional
revenue for the state of Indiana. We
anticipate our project will increase the AGR
and admission tax by 30 and 25 percent
respectively. This is 155 million dollar
project built on-site that will generate 400,
at least 400 local construction jobs and at

the end of the project will need to hire at
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least 100 more employees.

Phase 1 that you're looking at 1is
contingent upon obtaining certain agency
permits, so I would like to turn it over to
Mike Pyrz who 1is our Kiﬁley—Horn engineering
consultant so that he can brief you on where
we are with those permits.

MR. PYRZ: Thanks, Judy. To
facilitate the construction of the new vessel
in the basin, we've obviously beén working
closely over the past few months with the
Indiana Department of Natural Resources, the
Indiana Department of Environmental
‘Management and Corps of Engineers. And,
also, to relocate the entrance for the
facility, we've been wofking closely with the
Indiana DOT. I can report right now that
we've received a few permits from DNR, two
to be exact, and one temporary closure rule
which was in effect as of April 2nd of this
year. The permits for construction in a
floodway and for construction in the accesé
channel were received as of March 16th of
this year.

In regards to the Department of
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1 Environmental Management, we have received a
2 permit to discharge into receiving waters.

3 Obviously, we have to de-water the basin for
4 construction of the vessel. That was

5 received on April 23rd. We have also

6 received the Section 401 Water Quality

7 Certification from IDEM which also has been

8 sent to the Corps of Engineers to figure

9 into their determination of their permit, and
10 that was received on 4/22 of this year.

11 Also, we have not heard from the Corps of

12 Engineers as of yet in terms of their

13 ultimate decision; however, as with the other
14 agencies, we've been working very closely

15 with them to resolve any issues and questions
16 that they have. We also have received

17 entitlement from Michigan City and from

18 Indiana DOT to relocate the existing entrance
19 approximately 600 feet east of the existing
20 entrance on U.S.12.
21 At this point I'd iike to introduce
22 Dan Koch with Guido Perla who is vice

23 president of engineering‘and talk to you on
24 the Coast Guard issue.

25 MR. KOCH: Good morning.
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1 With respect to‘the vessel design, we

2 have been working very closely, as is‘typical

3 with all of our passengef vessel designs,

4 with U.S. Coast Guard. We have met with

5 Marine Safety Center in Washington, D.C.,

6 with respect to the design who is responsible

7 for plan review. We submitted approximately

8 80 percent of our design plans to Marine

9 Safety Center. We have received approval of

' 10 the mechanical systems at this point. We've

11 also visited with the Marine Safety office in
12 Chicago with respect to vessel inspection and
13 are lesely wofking with them with respect to
- 14 ‘inspection of the vessel during construction,
’15( and at completion we'll be continuing to work

16 closely with them and throughout the process.
‘17 ’ Thank you.

18 | - MS. CAMPBELL: As we discussed

19 ‘earlier in the year with your staff, Boyd
20 believes Indiana is a plaée to do business.

21 We believe that our facility improvements are

22 both within the spirit and the letter of the

23 law, and we also believe that this project
24 | will economically benefit the state as well
25 as Michigan City. We respectfully réquest
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1 that you approve Phase 1.

2 Before we welcome any questions, the

3 mayor of Michigan City has asked to say a

4 few words, aqd then we will take your

5 questions.

6 Mayor.

7 MR. OBERLIE: Mr. Chairman, Ladies

8 | and Gentlemen of the Commission, Mr.

9 Lawrence, there's always questions when large
10 projects come along as to where duties stand.
11 I'm just here to reassure you that the city
12 of Michigan City is very much in favor of |
13 this project. I became mayor July 1lst. I
14 believe one of the first phone calls 1I
15 received was from Judy asking for a meeting
16 to discuss this project.

17 Since that time, our inspection

18 bureaus, planning offices, zoning offices,

19 traffic, police and fire departments,‘port
20 authority have been involved in discussions
21 to discﬁss the development of this plan.

22 We've been very involved and continue to be
23 involved and we support this. We certainly
24 ask again that we look at a timely process
25 with the issues. Because as the clock ticks
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forward, we certainly anticipate the approval

at some point in time of the Native American

competition in Buffalo just a short distance
up I-94, and we believe it is critiéalAto
our vessel in Michigan City and its holdings
in the marketplace that we get into the
marketplace first.

We, again, anticipate a quick review
by your agency and appreciate your approval.

MR. VOWELS: Thank vyou.

Any questions?

MS. BOCHNOWSKI: Yeah, I do.

First of all, remind me here. We're
going to keep operating your existing boat
while this new one is being built?

MS. CAMPBELL: Yes, that's part of
the basin.

MS. BOCHNOWSKI: Right, okay. And
then you'll be doing some digging and
whatever, and are there any environmental
concerns? I suppose the engineering
person --

MS. CAMPBELL: Yes. That's the.

permits, those are a lot of the permits that

he discussed. Do you want to —-
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1 MR. PYRZ: There are a few concerné.
2 Obviously, there are some wetlands along the
3 basin that we have either avoided or

4 mitigated to the satisfaction of both the

5 Corps of Engineers and Department of

6 Environmental Management. There's the issue
7 of water gquality when construction 1is

8 ‘occurring for the vessel and runoff from the
9 construction site, and proper treatment 1is
10 being accomplished on that water and being
11 pumped into the south end of the basin and
12 treated actually before its allowed to go

13 back into the Trail Creek area. Thefe are a
14 number of safety factors built into the

15 design of the basin project so that we, you
16 know, we've worked very closely with the

17 agencies to avoid some of those issues.

18 MS. BOCHNOWSKI: Mayor, you're

19 satisfied that your own engineering staff is
20 satisfied with the environmental issues?
21 MR. OBERLIE: Yes, we are.
22 MR. MILCAREK: Mr. Chairman. Is
23 there a timing issue with any excavating plan
24 as far as environmental issues such as the
25 salmon?
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’MS. CAMPBELL: Yes, there is a
window, but I believe we've gotten a waiver
on that window somewhat. We have put in
some curtains or nets into the basin so that
we have stopped the fish from coming into
our area of that basin, and then we can go
ahead. We're waiting on steel right now.
Would you like to know the timing of the
entire project?

MR. MILCAREK: Yes, I would.

MS. CAMPBELL: That would be Bob
Marra. He is our project director, actually,

and he is in charge of that. -

MR. MARRA: We anticipate starting
our vessel in August of this vyear. The
process will take about 15 to 16 months. We

anticipate opening the fourth quarter of
2005. Our other components of the project,
the garage and the pavilion expahsion are
scheduled to start in the third quarter of
2004 and should take approximately 9 moﬁths,
so they will be ready in the third quarter
of 2005.

MS. CAMPBELL: There is a certain

time period that we are allowed to bé, what
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they call de-watered. These terms are new.
for mé, so bear with me. There's only a
52—week window which has already begun, so
there's also some issues with, you’know, the
time frame when’we liftrthe steel out of the
basin, so the;e_are some time elements there
that are very sensitive.

MS. BOCHNOWSKI: I have a question.
Back to the salmon issue. If they can't get
up your water, where do they go? Do they
have other places that they fhen --

MR. PYRZ: Let me address that, Judy,
if I can.

We've be working closely with Brian
Breeder from the Fisheries Department at the
DNR, and we worked with him to look at his
windows of re-stocking that area in terms of
the fish, and we've also closed off the
basin with a trepidity curtain which
maintains’a little bit of the water quality
in Trail Creek as opposed to.the work that's
been done on the basin, and we've installed
a couple redundant, or a redundant, a

redundant fish net system and then done a

fish relocation. We've already established a
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fish relocationrplan and executed the first
portion of that and removed the fish from
the basin so that, you know, there should at
this point be no fish in the basin‘and we
can work in the basin without affecting any
other fish land.

MS. CAMPBELL: There'é still a
waterway on the other side. We're in a
basin and then there is a waterway.

MR. PYRZ: The basin itself 1is
parallel to Trail Creek.

MS. BOCHNOWSKI: ‘So that's where
they'1ll go?

MR. PYRZ: Correct.

MS. ROSE: ‘Mr. Chairman, I have a
question for the Mayor.

Mr. Mayor, have you held public
hearings on the proposal?

MR. OBERLIE: Not on this specific
proposal, but parts of it. Owners have beén

in for rezoning matters and gone to the

planning commission, town council. We've
also done a street analogy. So, the final
plan at that point was not a concern. The

gquestion was always where are we going into
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the future, getting the zoning necessary.
And we've had at least three or four public
hearings at that point part of process.

MS. ROSE: That have been Qell
attended by members of the community?

MR. OBERLTIE: Only from supported

standpoint. The issues that have been raised

‘were related to vacationers, how does the

traffic get around, but there were no hard
issues raised, 1if you will, that raised any
concerns for the City itself.

MR. LAWRENCE: Bob, can you guarantee
the same return as the Borgata facility?

MR. MARRA: I sure hope.

MS. CAMPBELL: Remember, Bob leaves

after this project.

MR. GETTELFINGER: Mr. Chairman?
MR. VOWELS: Yes, go ahead.
MR. GETTELFINGER: Could you lead us

through your analysis of moving onto Phase 2
and then Phase 37 This indicates there's
some contingencies involved in evaluation of
how you're doing. How will you be
evaluating that and what is the certainty or

probability of moving on to Phases 2 and 3°?
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MS. CAMPBELL: T will tell you that
Phase 2, the certainty is very good right
now. The hotel is, we're running a very good
occupancy. We do 188 rooms that we have
today. With the influx of more customers,
we believe that that will be the primary
target for us after this phase is finished.
As usual, as with most projects, we'll gauge
it by the return on our investment to decide
whether we move forward with these phases.

As far as Phase 3, there's some
research we need to do. We need to be sure

that this is the right facility, that the

'right venues are going into it. We haven't
gotten that deeply into it. We know we need
meeting space. We know we can use banquet

space, but there's other émenities that we're
not sure what those should be yet, so that?s
probably the most vague.

Does that answer ydur guestion?

MR. GETTELFINGER: Yes. Thank you.

MR. VOWELS: The letter of Miss
Fleming to the Executive Director on April
16, 2004, made reference to the anticipated

receipt of the permits from the Corps and
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1 IDEM within the next week or two, and I

2 think that's been addressed. But in a

3 nutshell, can you tell me again where that

4 stands? |

5 MR. PYRZ: A1l of the permits are

6 applied for with the State, with the

7 Department of Natural Resources and

8 -Department of Environmental Management have
9 been received. We're only waiting on the

10 Corps for permanent approval right now.

1 MR. VOWELS: Do you have a time frame
12 on when you can anticipate that?

13 MR. PYRZ: Any day.

14 | MR. VOWELS: Looking at your proposal-
15 as you submitted to us, it appears that

16 Phase 1 of this project will require

17 expenditure of 155 million dollars; is that

18 correct?
19 MS. CAMPBELL: That is correct.
20 MR. VOWELS: And you anticipate that

21 that will lead to 400 local construction jobs

22 related to the on-site construction?

23 | MS. CAMPBELL: That's the lowest

24 amount.

25 MR. VOWELS: And also that with this

| Z
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expansion, you anticipate 100 new employees
positions?

MS. CAMPBELL: Yes, approximately.

MR. VOWELS: And, again, in’Miss
Fleming's letter, there was some discussion
here that this would, this expansion would
generate an additional 20 to 30 million
dollars in admission and wagering tax to the
State of Indiana. Is that the number you're
looking at?

MS. CAMPBELL: Our expected amount
right now is 20 million in AGR, 2 million in
admissions.

“MR. VOWELS: And I assume that's
annually; is that right?

MS. CAMPBELL: Yes.

MR. VOWELS: Any other questions?
Anything else?

"MR. LAWRENCE: Procedurally, Mr.
Chairman, we don't have a resolution. I
discussed this with Miss Fleming, indicated
to her that we would take a consensus of the
Commission to be entered into the minutes and
she we would then supply me with a document

that we can memorialize that so they'can
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proceed to show thatvto their board.

MR. VOWELS: All right. So, the
consensus of what they wish is basically that
we will allow them to go ahead and’implement

their expansion project, 1is that fair to say?

MR. LAWRENCE: Yes, sir.

MR. VOWELS: Is there anyropposition
-to that?

MS. BOCHNOWSKI: No.

MR. VOWELS: Anything else?

We'll have the minutes reflect that
the Commission does agree to allow Blue Chip
to implement the expansion project as
outlined here today, and we're looking

forward to your success.

MS. CAMPBELL: Thank you.

MS. FLEMING: Thank you.

MR. LAWRENCE: Thank vyou.

MR. VOWELS: Thank vyou.

All right. The next matter on the

agenda 1i1s in reference to Resolution 2004-31

which i1s Harrah's acquisition of Horseshoe?
MR. LAWRENCE: Yes. I think Mr.

Anthony Sanfilippeo is here to take the 1lead

on this discussion. We'll clear out'some of
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thé people that are here and give us some
more breathing room. Those of you haven't
attended these meetings, we normally have an
interest in what we do, but this oné is a
little bit of a marathon.

Mr. Thar is here with Mr. Sanfilippo,
and I believe someone will introduce the rest
your team here.

MR. THAR: Yes, if you don't mind.

Thank you, Mr. Chairman.

Chairman Vowels, Executive Director
Lawrence and Mémbers of the Commission. For
the record, my name is John Thar, T-H-A-R.
I'm commonly known as Jack Thar, so I'll
probably be called Jack.

We do have two speakers today.
Immediately to my right is Mr. Anthony
Sanfilippo. Mr. Sanfilippo is the president
of the central division of Harrah's Gaming
which includes the three Horseshoe properties
that are the subject of this acquisition.
Also with us today as one of the speakers is
Mr. Jack Binyon. He iS'tHe Chairman and
Chief Executive Officer of Horseshoe Gaming

Holding Company. I believe also I had the
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-

honor this morning of meeting Mayor
McDermott. Mr. Johnson, I believe, also
wishes to address the Commission on this
issue.

Do you have a preference whether we
go first or you go first?

MR. JOHNSON: We're not sure what
‘you're going to say, so why don't you go

first.

© W O N O kA WN

MR. LAWRENCE: It's the Chairman's

-
-

preference, Mr. Thar.

-
N

MR. VOWELS: I have no preference.

A
w

You do it however you wish to proceed.

-
=N

MR. THAR: We'll go as presently

-
(&)

indicated.

Mr. Binyon would like to address the

N
N

Commission first. And if I may ask the

-
o

Members of the Horseshoe team that are here

to just stand. These are people that are

N =
o

present .for the purpose of answering any

guestions from the Horseshoe side of this

N N
NN =

transaction and have the expertise necessary

N
w

to do so. - And also with Mr. Sanfilippo are-

N
NG

the Members of Harrah's team, if they could

N
(&)

also stand, to answer any questions‘the‘
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Commission may hAVé‘with“regard tébthis |
transaction. I'd 1like to turn it over
initially to Mr. Binyon.

MR. BINYON: Good morning. I just
wanted to, Commissioner Vowels, all the
Commission, Director Lawrence and all the
staff, I just want to thank you for allowing
me to be here in Indiana. And it's with a}
kind of an open sadness, but I think I am
leaving you in great hands here with Anthony
and Harrah's, and I think going forward they

will do a great Job and continue what we've

done 1in operating 1in the same fashion as we
have.

Thanks again.

MR. VOWELS: Thank you, Mr. Binyon.

MR. SANFILIPPO: Hi. I'm Anthony
Sanfilippo. I'm president of the Central
Division. I'd 1like to thank you for
allowing us to be here today. We have been

talking with Mr. Lawrence about being in
front of you, and it's impbrtant to us,
because this transaction began last fall.in
September. And as you can imagine for all

the employees that are involved with this .
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transaction with the three Horseshoe
properties as well as with our staff wanting
to get to the process where we make the
exchange.

It's been very important to us
because you are the first jurisdiction to
allow us to meet. And we expect that in
‘either May or June that we'll be in front of

you in Louisiana and Mississippi. Our

Q © O N O ;O A W N

preference is to be in both of those

11 jurisdictions in May. -~ We think that that's
12 most likely going to occur.

13 If I may, before I give you some

14 material that I prepared for you, just to

15 tell you a little bit about the background

16 of how I've been allowed to be fesponsible
17 | for keeping the good name of Horseshoe and

18 Jack Binyon moving alive, because we have ai~
19 lot of respect for what Jack and his team |
20 have done over the many years that they havé
21 been operating.

22 I've been with Harrah's over 20

23 years. And most recently I was over the

24 Western Division which included properties on

25 the west side of United States and south
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1 iside‘of the United States. In the fall when
2 we came to an agreementﬂwith Jack and his

3 company, we realigned our company. We

4 aligned it so that I would be responsible

5 for the three Horseshoe prépefties as well as
6 the Harrah's properties that are in this part
7 of the United States which includes Indiana,
8 Mississippi and Louisiana. And from a career
9 standpoint, I couldn't be more pleased that I
10 have the opportunity to continue forward with
11 what has been so magical that Jack Binyon |
12 and his team have built. And I know there's
13 some questions out there on how we're going
14 | to operate, and I want to give you

15 assurances right off the bat that we plan on
16 operating these businesses as two separate

17 businesses. We have the general managers of
18 | both of the businesses here today, Michael

19 St. Pierre who is over our East Chicago

20 property and Rick Mazer who is over the

21 Horseshoe property in Hammond.

22 We will continue to honor every

23 commitment that Horseshoe has made in the

24 city of Hammond, and, hopefully, the good

25 mayor will appreciate that, I've had.the

- Bayneg; hlreg
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1 opportunity to meet with him earlier this

2 year to tell him the same thing, that we

3 think it's very important that with the

4 development agreement that has occurred in

5 Hammond and with economic development, that

6 your focus from a Commission standpoint, that
7 we stand behind all commitments that

8 ‘Horseshoe has made in their community. And

9 I'm very pleased that Rick is going to

10 continue 'on as general manager because he has
1 built a fine staff.

12 We are looking at, from property to
13 property, to continue the Horseshoe brand.

14 We think that that's extremely important.

15 And one of the reasons that we wanted to

16 have Horseshoe part of the Harrah's family is-
17 we think there is an opportunity throughout
18 the United States to continue to development
19 | the Horseshoe brand. We think that in

20 Indiana, both our East Chicago property as

21 well as the Horseshoe property, is 1in a very
22 dynamic market and that capital investment at
23 both of those properties will continue to

24 help both of those properties grow.

25 We've had rumors out there that we
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were interested in selling our East Chicago
property. We are not interested in selling
our East Chicago property. We think that
that property, as the Horseshoe property in
Hammond, are two properties in a very largé
Chicagoland market that will be an important
part of the growth of our company for many
years to come.

I would like to pass out to you, 1if T
may, a presentation that addresses some of
the issues that I just mentioned but takes
you through it in a more formal matter. The

deal itself is a deal that is valued at

"almost 1 % billion dollars. And when you

look at the total transaction costs, and I'm
on page 2, the total transaction costs will
be a little bit more than 1.6 billion
dollars. And it includes the things that
you see there, making sure that we have the
appropriate opening cash on hand.and
transaction closing costs. So, this 1is
normal costs aséociated with a transaction of
this size.

As I mentioned, we are acquiring

properties in three different states; and -in

 BaynegZShirey
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each one of those states, Horseshoe is the
2 market leader. We have announced and we
3 will be completing the transaction of the
4 sale of our Harrah's Sﬁreveport propefty to
5 | Boyd Gaming in May. And we did that because
6 we anticipated that there would be a
7 concentration issue in the state of Louisiana
8 | really through the FTC to have, we -- 1in
9 that market it has limited licenses, that for
10 us to have both the Harrah's property, the
11 Horseshoe property and we also own and

12 operate a racetrack there, that the FTC would
13 | have issues with that. So, we did have, at
14 | the announcement of this transaction, that we

15 would sell that property and Boyd is

16 purchasing it. And we're here first in

17 Indiana and we're happy to be in Indiana to

18 ask for your approval. And our hope 1is that
19 by July 1lst, we can complete this transaction -
20 | so that the three Horseshoe properties are

21 part of the Harrah's family at that time.

22 - We are committed to continue to have
23 these two brands operate separately. And

24 what I mean by that is that there is an

25 attraction to a Harrah's property that we

(317) 231-9004 www.BaynesandShirey.com FAX (317) 231-1950







Indiana Gaming Commission - Regular Business Meeting 53

—_—

have been able to build up over the 66 years

that we've been in business that Harrah's
customers enjoy, and there has been an
attraction to the Horseshoe property with
some of the same customers but many different
customers, and we will continue to offer two
separate card systems. We willfcéntinue to
market in the same manner that we have

marketed to Harrah's customers, and we will

© © oo N o o A~ W ON

continue to encourage Rick and the team to

1 develop the? further develop the strategy

12 that they have had with Horseshoe.

13 ' " As part of this deal, Jack has agreed ,‘3
14 to allow his image to continue to be used /
19 | with the property, and I sure plan on doing
16 that, that you would still see Jack as part
17 of the public image of the Horseshoe
18 | property, and as his time allows, to come
19 and spend time at the property, most'notabLyF
20 with the€ customers that come there because,

- 21 as I have seen firsthand, he is an
22 individual that they really associate with

- 23 with that property. We want to make sure
24 that we keep that alive.

25 ' As 1 mentioned, we will continue with

Sl
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our commitment to local communities in
Hammond and also in East Chicago. ~And one
of the things we have been proud of over the
years is our reputation in local communities
and both how we contribute from an economic
standpoint but also for employees

participating in those communities, I think

‘'you can go to any of the communities that we

operate and find that Harrah's has a stellar
reputation.

On page 4 1is a picture of Mayor
Pastrick, and he has beén very supportive of
Harrah's and has given us credit for helping,
from an economiec standpoint, the city of East
Chicago continue to prosper.

We understgnd that it's important to
Indiana that not only as you let these

licenses out that you see economic

development, and so we're committed to making

sure that we do business with Indiana
vendors, and that has been a focus of our

company. We have a wvery good record in East

Chicago and will continue to support and help.

strengthen what the Horseshoe team in Hammond

has done.

(3%7)
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I mentioned on page 6 that we will
keep 1t two separate brands. I do think
that there will be advantage for current
Horseshoe customers who do go from this
market to other markets, that they'll be able
to have access to the 25 Harrah's properties
that we have. And I also think there's
going to be an advantage for customers that
are Harrah's customers in other markets when
they travel to the Chicagoland area to now
have another offering, a Horseshoe property
that they can come to. And we will, as time
goes on, look at ways that we can make sure
we communicate with the customers. We
currently have over 25 million customers in
the Harrah's détabase and will continue to
communicate with those customers to the
benefit of being a part of Harrah's
entertainmenf family which Horseshoe will

have the three properties.

recently concluded a deal with the owner of
the Binyons in downtown Las Vegas, and -we
re-opened that property which had closed

earlier this year as a Binyon's prOpérty and

I want to mention to you that we also.

-~ Bat neg%?g Ire
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1 Horseshoe property, and we also have the

rights today to the World Series of Poker,
and that tournament is going on right now.
And we plan on expanding that, and Indiana

would clearly be included, where the World

markets that Harrah's and Horseshoe are a
‘part of.

2

3

4

5

6 Series would have many stops in all of the

7

8

9 We thought it was iImportant after we
0

1 had this deal with Jack to acquire the name
11 Horseshoe in the Nevada market. That was
12 not part of this deal. We were able to do

13 that, and with that came the rights of the
14 | World Series of Poker. We have since also
15 trademarked many other World Series related
16 gaming, World Series of Blackjack, World

17 Series of Video Poker, and we think that's

18 going to be a growth opportunity for us at

19 our properties. It's extremely popular. The
20 World Series of Poker, last year there were,
21 in the final tournament, over 800 entries

22 that to get into that final tournament you
23 have to put down $10,000, and this year we
24 think it's going to be closer 2,000. And

25 | television has made it extremely popular,-and

Bayneg5Shirey
. + . Reporting Service
(317) 231-9004 ~ www.BaynesandShirey.com FAX (317) 231-1950







-—

© W O N O ;A WM

Indiana Gaming Commission - Regular Business Meeting

57

we're happy that we have how the ownership
of that along with the rights of the
Horseshoe name.

MS. BOCHNOWSKI: Just on a side on
that, are you aware that high school bqys

love to watch that World Series of Poker?

It's amazing. I can't even understand it,
but it's so popular on TV. I didn't mean to
do that, but I've been appalled -- I mean
amazed.

MR. SANFILIPPO: We don't promote it

to high school boys.

MR. LAWRENCE: They'ré not supposed
to watch it under our rules. |

MR; SANFILIPPO: It's been amazing to
me the number of people who have gained an
interest in poker and -how active our poker
roots are becoming, and it is becapse of
television, and we think it will continue to

grow.

if I just may take you through this, the
deal, as I mentioned, is a little bit more
than 1 *» billion dollars. What we need to

do at closing is have about a billion

Page 8 is the financing overview, and.
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dollars, and I'm just telling you this in
whole numbers. There's also Horseshoe bonds
that right now are a little bit over 8 3%z
percent bonds that we are going to refinance
because we have the capability, the size of
our company, to have a mﬁch more favorable
interest rate. But today we could, with our
revolving credit line, complete the purchase.
But it is our intention to retire those
bonds because of our ability to have a much
mdre favorable interest rate.

Go to the next page on page 9. I
broke it down Jjust a liftle bit different
talking about where the sources would come
from of the funds and where they would be
spent. And a little bit over a billion

dollars completes the equity purchase of

| Horseshoe, and then the other costs are the

costs I talked about, the other closing cosfs
that we have. That would include cash and
other reimbursable that we would need to dé.
The bonds themselves, they are at
approximately 555 million dollars. We're

very proud and it is part of our company

that we continue to have a credit rating

- BaypesFShy
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1 that is an investment grade rating, and we

2 are the only gaming company that has

3 investment grade credit rating. And as part
4 of our strategy as we look for both

5 organically growing our facilities as well as
6 new purchases, that we maintain an investment
7 grade credit rating.

8 Page 10 will just show you what our
9 forecast would be for 2004 if the Horseshoe
10 was not part of our company adjusted as if
11 the Horseshoe is in the company for a full
12 year. So, you can see that, both from a’net
13 revenue and (inaudible) standpoint, the

14 impact that Horseshoe would have on the

15 long-term debt, the impact that Horseshoe

16 would have, what happens with our bank

17 revolving credit today and that we're well
18 within the covenance that the banks have on
19 | us for our ratios. )

20 Page 11 just points out what our

21 credit rating is, and we have already gotten
22 assurances that we'll continue to stay

23 investment grade.

24 Page 12 just gives you a little bit
25 of background on our company. And I'm

- BaynegsBhirey
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1 assuming that you're familiar with this

2 because of us being a licenseholder here, but
3 we are a company that was the first company
4 listed on the New York Stock Exchange in the
5 early 70's, and we do prdide ourselves in

6 being a very recognized brand in a company

7 that is now over 66 years old.

8 We have a code of commitment that

9 each one of our properties live up to, and
10 that i1is that we do want to make sure that

11 we're responsible from a gaming standpoint
12 with those that come and play at our

13 facilities, how we treat those that are team
14 meﬁbers of Harrah's, and as 1 mentioned a

15 couple of times already, how we participate
16 in the communities that we're a part of.

17 I know there's probably a question

18 from your part that says if you have two

19 properties, will you continue to invest in
20 both of those properties. We have invested
21 to date, as you can see inm these
22 improvements since we acquired this property
23 from the Showboat organization, almost 90

24 million dollars. We continue again to look
25 at, when we make investments 1in our'company,

Bayneg5-Shirey
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whefe we‘think’the markets are that can
support these investments. We do believe
that northwest Indiana is a market that both
of these properties can continue to’grow.

We have and will have large investments in
both of the properties that we need to
continue to protect and grow. Because we
are still under the veil of FTC, we have had
limited, I have had iimited exposure to the
interworkings of Hérseshoe, other than
meeting with Jack and Roger as well as Rick.
and his team, but it's been much more
arms-length. We can't share competitive
information yet. Ihdo, though, know from
those individuals that they have thoughts on
expanding the current facility. And I, from
initial conversations, think that they're
very viable thoughts. That when you look at
the strength of that business today and how
big the Chicagolamd market is, that we
clearly see both in Hammond, .and. as we're
completing right mow in East Chicago, that
these are two properties that we would want
to continue to inwvest in.

Without having detailed information

Bagnehlreg
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1 yet, our ability to share detailed

2 competitive information, other than telling
3 you for an acguisition this size, it's in

4 our best interest to continue to gfow these
5 businesses, 1t is in our best interest to

6 continue to grow these businesses. We

7 wouldn't be making an investment this large
8 if we didn't think there was opportunity

9 here.

10 And that is really the formal slides.
11 I have some slides from an appendix side

12 that you may fiﬁd useful. I'm happy to

13 field your questions, and as has been pointed
14 out, we have a number of people here from’a
15 number of different disciplines that we'd be
16 happy to bring up if there's guestions that
17 they're better able to answer.

18 MR. VOWELS: Are there any Horseshoe
19 properties that Harrah's is not purchasing?
20 MR. SANFILIPPO: No. We will own the
21 rights to the name Horseshoe throughout the
22 United States. |
23 MR. VOWELS: And Mr. Binyon, 1it's
24 | been a while, but one of your siblings had

25 an ownership interest in one of the other:

Bayneg? Shirey
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properties?

MR. SANFILIPPO: If T may answer
that. That is the~property that we purchased
in Las Vegas. . And so now we own the
Horseshoe property in Las Vegas, our plans
are, and I think it will be very beneficial
to the state of Indiana to develop a major
Horseshoe facility in Las Vegas. We are
currently looking for a site that we could
build a third property, third major property
there. We have the Rio which we own as well
as Harrah's Las Vegas, and we are going to

build another major property and either brand

it Harrah's, build it ground up, or brand it

Horseshoe, but we will have a property that
will be worthy of a large investment in Las

Vegas, and that's part of our strategy in

continuing to grow this brand.

The facility in downtown Las Vegas

that Jack started with his family many, many

years ago truly is a legendary facility, but
it's a very small facility with only a ’
couple of hundred hotel rooms. And what was
important to us was just to have the name as

well as the rights to the World Series of -
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Poker because we think that's the value
moving forward, but it will be in a much
larger facility.

MR. VOWELS: In your presentation
here you taiked about selling Harrah's
Shreveport to Boyd next month, I guess. Is

that because of Louisiana or.that because of

‘Lthe FTC or what?

MR. SANFILIPPO: Really two reasons.
I had met with the chairman of the Louisiana
Gaming Control Board, and he indicated to mé
that he would not be in favor of us having,
in that market where there's five riverboat
licenses and slots at racetrack, that we
would have half of those facilities. And
that market is a very condensed market. The
area 1is northwest Louisiana, and that market
just services the Dallas/Fort Worth area
which is about two hours away. We also
believed that the FTC would have a difficult
time because they would believe theré would
be a concentration issue there. So, when we
announced this here, we did announce that we
would sell that property.

MR. VOWELS: So, 1f you wouldn't have
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done that, you would have Harrah's there and
Horseshoe, and was there a third entity?

" MR. SANFILIPPO: The third that we
have there is Harrah's Louisiana Downs. And
Harrah's Louisiana Downs 1is a thoroughbred
racing facility, and today we are opening up
a new ground-up casino. We invested 110
million dollars ét that facility. We opened
up a temporary casino about a year ago at
that location and started work on a roundup
casino and a set of restaurants, a steak
house, a buffet, an entertainment area there
that we're having the opening of it today.
We believe, because that would have been
three of the six facilities there, that it
would have been difficult for the FTC to
approve that. So, there is a Harrah's name
in that market with thoroughbred racing
facility and slots as well as a Horseshoe
name, and we believe that they will be work

extremely well together.

MR. VOWELS: And is it Bossier City?
MR. SANFILIPPO: It is Bossier City.
MR. VOWELS: And Shreveport and

Bossier City, are they near each other?
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1 MR. SANFILIPPO: They're just
2 separated by a river, and they look at
3 themselves, for the most part, as one city.
4 MR. VOWELS: Well, you're aware of
5 the status of what Indiana law was recently,
6 that there could only be 110 percent
7 ownership. Does Louisiana have something
8 | 1ike that or was this just --
9 MR. SANFILIPPO: They don't.
0 MR. VOWELS: Was it the Chairman's
11 decision that it wasn't going to happen for

12 you people down there?

13 | ‘ MR. SANFILIPPO: The Chairman

14' explained to me that he was one vote and

15 that the Chairman acts in the same capacity
16 there that Glenn does here. He's day-to-day.
17 So, when we have -- any kind of interéction
18 is with the Chairman there. But I more

19 believed that his influence would really

20 impede us moving forward with that, and so

21 | we made the decision up front.
22 MR. VOWELS: Is there anything anyone

23 else has?

24 MS. BOCHNOWSKTI: How does your FTC

25 status stand here?

Ba nehlre
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1 MR. SANFILI?PO: It has been a very
2 long process, and I have been told by people
3 that probably would pay to count pages, that
4 there's been over 4 million pages of

5 documents that have been reviewed by the FTC
6 as well as a number of actions taken. We

7 are at the tail end of it right now, and our
8 belief is that in May we will hgar from the
9 staff as far as where they believe this will
10 conclude. And of course we hope it's going
11 to conclude and we believe it should

12 conclude, that there is not any type of

13 issue here in northwest Louisiana, and we do
14 believe the market is a large market, that
15 it is not a market that is only northwest

16 Indiana. Qur expéctation is at the end of
17 May or the beginning of June, that we would
18 have a final ruling from the FTC. And as 1
19 mentioned earlier, this has been a very long
20 process. There are about 7,500 team members
21 that are a part of the Horseshoe team. Jack
22 and Roger Wagner and the general managers

23 have done a wonderful job, but it's a Long'
24 time to wait to make a transition. And

25 we've tried to do the best that we can in

BaynegzShirey
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1 communicating with folks, but we're hoping

2 that you start‘the process today from a

3 state standpoint and that by this time next

4 month, that what we're doing is planning the
5 actual turnover on July 1st, which will

6 really have very little effect on the

7 operations. My plan is that we will be very
8 ‘guiet about it. That Horseshoe has such a

9 strong name, you will not see anything

10 publicly from us that announces that Harrah's
1 now is the owner of the Hofseshoe brand. We
12 will continue to run that separately and with
13 the same management teém that's in place at
14’ all of the Horseshoe facilities and look at

15 ways for us to be able to strengthen the
16 Horseshoe operation as time goes on. We

17 | think we may be able to do that through

18 areas that would be both transparent to

19 guests and employees.

20 MS. BOCHNOWSKTI:: Okay. So, it sounds
21 like that's moving along, or whatever, you

22 feel positive that they're, it's going to

23 come up the way you want it to.
24 MR. SANFILIPPO: We do.
25 MS. BOCHNOWSKI: I just have a couple
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of‘othér questions, and thén We Cah moﬁe on .
You really pretty much answered my main one
which was regarding East Chicago. So, you
can state unequivocally there is no secret
plans, no designs on East Chicago to sell
that or reduce your involvement?

MR. SANFILIPPO: We have had no

conversations with anyone about the purchase

of that. We do not plan to have any
conversations. We've reinforced to our
employees at East Chicago, because they've
heard the rumor, that it is not for sale.
We expect to operate both of these licenses
and continue to grow both of these licenses.
MS. BOCHNOWSKI: That's my one
concern, because I know the‘city of East
Chicago would be happy to have you there.
The other s;de of that, I've heard
antidotally there, I've heard the Horseshoe
employees are thrilled to be Horseshoe
employees. They're very happy. I've just
heard this around, and I assume with the
same management, you intend to treat those
employees in the same way they're used to

being treated?
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MR. SANFILIPPO: Absolutely. There

will be no change in their benefits. And if
I may comment on that. I have had really

the good fortune to spend some time with Mr.
Binyon over the last four or five months,
He is a gentleman. He cares about his

employees. They love working for him. And

‘what I have said to the management team at

all of the properties is I hope if you can't
work for Jack, that you'll find that Harrah's

is next best, and that's what I told them.

Because after spending time with Jack in many

different arenas, at his properties, watching
him with employees, watching him with
customers, they do love him.

MS. BOCHNOWSKI: That's my
understanding, and I think they were
heartbroken when they found out that they
were selling, and I just wanted to make sure
they were treated well.

| MR. SANFILIPPO: We pride ourselves
on how we take care our employees. And - I
don't fool myself by thinking that just
because Harrah's is coming in, that they're

going to feel great about us. I know
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they'rekgoing to miSsUJack. Thét’s why it’é
extremely important to me that the culture
that he has built for taken care of the
guests, because they do a great job of
taking care of the guests, lives on.

I have purposefully, in my division,
kept some key positions open, to hope to be
able to attract personnel from Horseshoe to
fill those positions. So, when I started
this division, and I'm based down in Memphis,
Tennessee, when I started this division at
the beginning of this year, I didn't f£ill my

key marketing job, I didn't fill my key

human resource job specifically hoping to

attract talent from Horseshoe, because I knoy
they're going to be in a better position to
move this culture forward than we would have
from looking at it from the outside in.

MR. VOWELS: Any other thoughts?

MR. GETTELFINGER: Mr. Chairman,
could you review for me again the timing of
the state approvals and the FTC decision?
You're here now, which is prior to the FTC
decision, and you expect approvals from other

states before the FTC, and if those épprovals
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are not granted, what is the impact on the
FTC deliberations?

MR. SANFILIPPO: Let me start first
with we're here today. Louisiana has their
next meeting . on the 17th of May. The
Chairman, who had been Chairman of that
gaming control board, resigned last month.
‘The governor has replaced or named a new

chairman of that board. We have asked and

S W O N OO O s W N

petitioned to be on the May 17th agenda.

So, we'have not received confirmation on that
yet, and they've had a little bit, because
of the change, they're trying to get settled
a little bit. So, 1if we're not on the May
17th, we would expect to be in June. We
have all of our information in waiting for
them to place us on the agenda. They
typically will tell us seven to ten days.
before the start of that meeting if we're
going to be on the agenda. Mississippi,
which typically would have their meeting on
the 19th of May, has now moved their meeting
back to the 27th of May, which we think 1is
very positive for us, because what we're

hoping happens is that we have cleaf

)
.,
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diréctionﬂffom the FTC, at léast from staff,
in the middle of May that says, we're done
with it. We believe we'll have official
confirmation from the FTC beginning in June.
That's what our belief is, but there's not a
guarantee from the FTC other than a
commitment that says we should be completely
finished with this the beginning of June.

We realize we can't close and that you're
going to approve this conditional on FTC
approval, until we have FTC approval. So,
what we're hoping to have is each state
approving this, us targeted for a July 1st
transfer date, and that we have, the
necessary bodies have approved it bétween now
and then. The planning that needs to go
into then making this transfer, it would be
more helpful for us to have it at the end of
May, early June, than it would be later in
June.

MR. VOWELS: Does Harrah's have a
presence already in Mississippi?

MR. SANFILIPPO: "~ We do. This
property, the Horseshoe property, is 1in

Tunica. We also have a property in Tunica.

BaynessShirey
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1 Ours 1s a much smaller property. Tunica has
2 11l properties in that market. Our property
3 is probably 6 or 8 miles from the Horseshoe
4 property.
5 MR. VOWELS: So, there's no problem
6 that you have there as you had in Louisiana?
7 MR. SANFILIPPO: Not ’at all.
8 MR. VOWELS: And you said you talked
9 about the chairman at the board of Louisiana
10 having a problem with you having the two
1 properties so close to each other, but is
12 that the same person who's now resigned?
13 MR. SANFILIPPO: He has resigned.
14 But we have already, we have already made a
15 deal with Boyd that was independent of this
16 deal, so we turned that property over.
17 We're at the final stages of getting ready
18 | to turn that préperty over.
19 MR. GETTELFINGER: My second question
20 is, could you review for me again the
21 properties and locations that will be in your
22 central division, if I got that right?
23 MR. SANFILIPPO: The states of -
24 Indiana, and these are properties, these are
25 locations where you have active propérties,

o Bayne ﬁ‘

: ﬂgpugiemg

(317) 231-9004 ' www.BaynesandShirey.com FAX (317) 231-1950







75

Indiana Gaming Commission - Regular Business Meeting
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Indiana, Mississippi and Louisiana. ’In
Louisiana, we have the Harrah's’New Orleans
facility which we just announced, and we're
getting out of the ground right now on a
project, 142 million dollar hotel at that
property. And I would probably bore you
with the history of that, but that's a
ten-year process where we're very proud of

the outcome. But that's been a situation

© ©W O N O ;A W N

where both from a contract standpoint with
11 the state and some operating conditions that
12 were placed on us, one was we couldn't have

13 a hotel, that that project has taken about

14 ten vears for us to really have it an

15 accredited project for our company. And the
16 reason I tell you this is because we hung

17 with it. I think a lot of companies would
18 have walked away from that project. It is a
19>,project that we're putting significant

20 capital into it today.

21 | In Lake Charles, Louisiana, which ié
22 on the western part of the state, the

23 southwest part of the state, and.that market
24 is focused on Beaumont and Houston. We have

25 two licenses. The two licenses are two

'Bagne o hlreg
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riverboats that are in a complex together.

In the northern part of the state in
Louisiana we have, Shreveport and Bossier
City are right together, and we ha&e'today a
property in Shreveport that we're selling to
Boyd. And then in the Bossief City side
where Horseshoe 1is, we also have a large
‘facility, 300 acres, and it's the

thoroughbred racing facility with the casino.

© o o N O g A~ O w N

And as I mentioned, we are completing that
expansion, opening up today.

In Mississippi we have in Tunica a
Harrah's facility. My offices are 1in
Memphis, Tennessee, and they used to be, this
complex at one point was the corporate
offices. The corporate offices since moved
to Las Vegas. We have all of our
accounting, all of~eur information technology
personnel based in Memphis, Tennessee, all of
our purchasing, all of our central purchasing
is in Memphis, Tennessee, and my division is
in Memphis, Tennessee. So, we have about
400 employees in Memphis, Tennessee. Tt
makes it ideal for me to travel up to the

Chicagoland area or travel down to Louisiana.
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We have thég the propérties you're’
familiar with here that I oversee. We
purposely did not have Illinois as part of
my division. We said we're going to have a
separate division president that oversees
that market to actually create more
competition between the two, and that's the
way 1t's set up right now.

Also, in Alabama we have signed a
deal with a tribe there which is the Porch
Creek Band Indians, that's part of my
division, and we are just starting, we've got

an agreement with them, a Class 23 facility

vright outside of Montgomery, Alabama, in

Wetumpka, Alabama. Anything in adjoining
states or in the south or if anything was to
happen in Kentucky, that would fall into my
division. But today those are the operating
properties.

MR. GETTELFINGER: Illinois 1is

separate?

MR. SANFILIPPO: Illinois 1s the
eastern division. It is a separate division.

MR. GETTELFINGER: Illinois 1is

eastern is Indiana is central? So, the

; ‘V*“'Bagn’em hl.r'eg
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1 purchasing is going to take place in Memphis?
2 MR. SANFILIPPO: Purchasing will

3 continue to be facilitated at every one of

4 our properties. What werdo in Memphis is we
5 look to try to have some national purchasing
6 contracts and that we tie all the properties
7 together. What happens all too often is the
8 | properties might be doing business with the

9 same companies, but they're not able to

10 acquire any type of national purchasing price
1 power.
12 What we've also done and what we've
13 been able to do is develop those in specific
14 | communities and have them become a part of
19 | our national system, too. So, there will be

16 an advantage that work with Harrah's to try
17 to get part of servicing other Harrah's

18 properties.

19 - MR. GETTELFINGER: Thank you, very
20 | much.

21 ; MS. ROSE: I have a question, Mr.

22 Chairman.

23 MR. VOWELS : Go ahead.

24 MS. ROSE: You talked about synergies
25 in your presentation. In the manufécturing

: Cens !lﬂgﬂo‘lngSermce
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1 World, when we talk aboﬁt consqlidation of

2 systems, we generally mean that people are

3 going to lose their Jjobs. Is that the plan
4 here?

5 MR. SANFILIPPO: I met with Rick

6 Mazer, and I met with the management team

7 last week, an informal meeting for the first
8 time just to meet them. Jack has had a

9 policy of no layoffs. And the gquestion was
10 asked of me last wéek by the management

11 team, are you going to continue that policy,
12 and I said absolutely, that we will not have
13 any layoffs. We do believe there will be

14 some opportunities for us to, whether it's in
15 payroll or some packing house systems, find
16 | some efficiencieé there, but we will not, if
17 there is not a position there, we will find
18 another position.

19 Now, the reality is, we have a hard
20 time finding people. And the last time I
21 looked at, which was last week, the number
22 of positions we have open in East Chicago,
23 it was 60 down from 90. And we're always

24 looking. Because this is a business, as you
25 all know, 24 hours a day and 7 days a week.

: iy uﬂgpn“' fig Service
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1 that's pretty demanding on people,’working

2 Vholidays, and we continue to look for folks.
3 As you know, the casinos are putting a

4 cashless slot system in where no longer you
5 need the coins and goes with a ticketing

6 system, and that in itself‘produces labor.

7 Horseshoe has not nor have we at East

8 | Chicago, to my knowledge, and I have not

9 specifically asked our general manager that,
10 but I don't think we have, eliminatéd

1 pdsitions. We've allowed through attrition
12 or replacement of those individuals into

13 other parts of the organization because we
14 need the folks in other parts of the

15 organization. But I will make you the same
16 commitment that I made that management team,
17 that we will not lay anybody off at the

18 Hammond property.

19  MR. VOWELS: Anything else?

20 MS. BOCHNOWSKI: Or the East Chicago
21 property? |

22 | MR. SANFILIPPO: Or the East Chicago
23 property.

24 MR. VOWELS: All right. Mr. Binyon,
25 what are you going to be doing with.
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ydﬁrself?

MR. BINYON: Oh, I don't know just
yet. Like he says, I will be doing some,
you know, PR work and working with Anthony
some on any basis they need me for, and I
don't know what else I'm going to be doing
after that.

MR. VOWELS: Well, 1.626 billion
dollars, I guess you pretty much can do
anything you want.

MR. BINYON: Well, just investing
that passive income will be a pretty big
job.

MR. VOWELS: Well, the situation, Mr.
Binyon, as you were involved with this, when
we granted the license to you a few years
ago, there was some public discussion over
our decision, and I think our decision back

then was right, and I think you proved us

'right over these years, that the attacks on

you certainly were addressed by this
Commission, and we came to different
conclusions than some other jurisdictions,

but I thought we were right back then and I

think we're right today, and I appreciate you

’Hagne ~ hlreg
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being here in Indiana, and I think I speak
for the rest of the Commission, too.‘ And
we've been to your facility and we've walked
through the boat with you, and it's very
obvious, as Commissioner Bochnowski was
saying, your employees' loyalty and affection
toward you) and that's a factor X thaf I
‘hope, as the corporation of Harrah's comes

in, that doesn't change. I'm not going to

© O 0O N O O S~ W N

kid myself that it's not going to have some
11 effect because I never heard the gentleman
12 here say that they were going to take

13 everything you did at Horseshoe and apply it
14 to Harrah's now. But you'll be missed from
15 the state of Indiana, and I wish you the

16 best. And with 1.626 billion dollars, I

17 don't think I really need to wish you too

18 much best.

19 MR. BINYON: Thank you. And I think
20 Anthony personally will do a great Jjob. Not
21 only Harrah's, I have a lot of faith in him

22 personally.

23 : MR. VOWELS: Anything else for him?
24 We're going to turn to Mr. Lawrence
25 right now -- oh, I'm sorry, Mayor McDermott.

Bai neg%?@hlre
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I'm sorry, Mayor.

And your thoughts on this?

MR. JOHNSON: If I could just
introduce the Mayor, I'm David Johnson. I'm
a lawyer with Baker & Daniels here. I've

been coming before the Commission on this
particular license for the better part of ten
years. And with me today is the new mayor
of the city of Hammond, Thomas McDermott, Jr.
The city of Hammond is very
interested in the transfer of this license
and wishes to advise the Commission that we
know very little about the terms of that
transfer. And that is particularly
disturbing to the City, because this
Commission knows, along with perhaps bne of
your other properties, the city of Hammond 1is
unique in being a public owner of the
licensed gaming facilities. - We have had a
long, extensive and good development
relationship. This is now the second time
we've had a change of ownership at this
site, and we have had a great relationship
with the Horseshoe folks and with their

predecessors. The City has had a strong
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relationship with this Commission, and we

-—

understand that it is your duty primarily to
look at the business transferred to you, but
from the City's standpoint, this 1s the most

important asset the city of Hammond has,

perhaps self-servingly, very prudently used
‘for mixed use developments, recreational

developments all’across the water front.

© O 0O N O O A~ W N

Because the City was so determined
11 from the very beginning about taking full

12 advantage of the opportunities of gaming but

13 also not having gaming trample the interests
14 ' of the City. We requested and were given at
15 the time that the development agreement was

16 negotiated and,éncouraged by this Commission

17 to be negotiated, the right to appear as a

18 part of any presentation made any developers
19 seeking a transfer of license. Thanks to
20 your- Executive Director, who 1s not a party
21 to that contract nor is this Commission a

completely publically owned land, we believe,

22 party to that contract, we were notified that

23 this hearing was going to be taking place
24 today. But we have not been notified either

25 by Harrah's or by Horseshoe of this

Bajne_;.
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proceeding, of any bf the materials that ydu
have before you or of any of the terms of
this proposed transaction.

So, I would 1like to introduce the
mayor of Hammond, the Honorable Thomas

- McDermott. And we want to be consistent
that as the Commission considers this
proposal, and in particular, given the news
we've learned this morning of a July 1 date
which comes before your full hearings 1in
Hammond in August, the City needs a place at
the table just like we have one here today.

The Honorable Mayor McDermott.

MR. McDERMOTT: Thank you, Mr.
Johnson.

Mr. Lawrence, Mr. Chairman, Members
of the Gaming Commission, thank you fdr
giving us a chance to speak today.

As a new mayor of the city of
Hammond, I was very surprised to learn that
the Commission was going to give early

consideration to the proposed Hammond

do appreciate being here today, especially

under these circumstances, to introduce

riverboat project license transfer today. .1
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myself to you and to speak to you on a
project that is vital to my city.

As you know, the riverboat project in

Hammond is a highly desirable commercial and

gambling property for any operator as well as
a major source of substantial tax revenues to

my city, tax revenues being very important

‘right now, particularly in Lake County. For

us in Hammond, it is the public/private
partnership and centerpiece for one of our
city's most important assets, this is the
only riverfront property we have in our city,
different from any of the other sites for
gaming boats around the state, the Hammondr'
boat 1s publicly, not privately ownédi I'm

a strong advocate for the contributions that
a responsible gaming project makes for our

community. Qurs today is a well-run,

world-class development.:

I agree with you, Mr. Vowels, Mr.
Binyon is nothing but a gentleman. He's
been a great, great gambling place for

entertainment, and we appreciate him and we

- wWi1ill miss him if he does, in fact, leave.

Still, I do not know today very much about
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this proposed license transfer; As my
attorney indicates to you, we found out about
this hearing a few days ago.and we're
supposed to be partners in this agréement,
and that is concerning to me.

The Commission will appreciate that I
must always keep close watch on the future
of our gaming project, especially when
changes are proposed on the scale as large
as the ones you are beginning to consider
here today.

My predecessor, the Honorable Mayor
Duane Dedeiow, Jr., very appropriately
insisted that the riverboat project
development agreement give the City as a
contractual right the ability to appear
before this Commission with any developer to
discuss a proposed change in ownership. But,
unlike my predecessor and perhaps different
from your experience with Hammond in the |
past, I stand before you today as a
representative of the city of Hammond, the
Hammond city council and the Mayor's office
before they were badly divided and, in fact,

before they had a lawsuit between themselves.
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We are working together as a team because
this is a project so important to our city.
Again, I have only begun to get to
know the principals of Horseshoe and Harrahfs
who are here today. In fact, I will go so
far as to say I've only spoke with
representatives of Harrah's maybe for one

‘hour about a transfer of 1.6 billion dollars

© o o~ o] (4] £ w N

to my city. I 1ike what I know and those I
have met so far, but we are only beginning
to get acquainted. Because the proposed

transfer has been delayed by federal

N
w

regulatory issues and we have not a thorough
discussion of how this deal will work for
Hammond, neither the Horseshoe team nor the
Harrah's team has had an opportunity to deal
‘'with me on a regular basis to take a good
look at where the project stands today and
what our future together may be. I'm very
much looking forward to those discussions
because this is so important to my city.

I am not here to comment today on the
merits of either Horseshoe or Harrah's or to
attempt to advise the Commission of any

financial policy or business issues that are

o B@;ﬁﬁ%ﬂreg
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rightfully the Commission's responsibility in
considering any transfer of this type. I am
here to remind the Commission of the absolute

importance of this project to the life of my

city, Hammond, Indiana, and of our city's

vital interest ih the project's growth in the
future.

This Commiésion must take into
account our city's interest in any and all
of your deliberations on this proposed
transfer. We specifically request that you
make the city's comfort with any proposed
transfer an express condition of that
transfer. While you may be discussing a
seemingly private business transaction here
todéy, there is nothing of more public
importance to the city of Hammond than this
proposed deal. |

Again, ‘to that end, we hope that: you
will insist that any developer, whether
current or proposed, live by certain Hammond
groundrules, and, one, fully understand,
agree to and carry out the letter and the
spirit of all of the developers' commitments

under the Hammond riverboat project

lagn ﬁﬂreg
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1 development agreement and its warious

2 amendments.

3 Two, continue to development Hammond
4 site as its top priority for furthér

5 investment, improvement and expansion, never
6 to be put in second place.

7 And, three, continue‘to work as a

8 | true partner with the City in establishing

9 and expanding the Hammond waterfront as an
10 entertainment destination for our residents
1" and our gambling patrons.

12 When you visit us in Hammond for full
13 hearings later this year, I look forward to
14 sharing with you our vision for leveraging
15 our gaming opportunities. We are considering
16 the development of a new arena and a

17 conveéntion center near the gaming site. The
18 proposed arena will make clear from my

19 administration how excited we are by the
20 gaming project and will allow the riverboat
21 development to be taken to a.wholevnew
22 level. We are committed to establishing
23 Hammond as the place to be and the place to
24 come for great entertainment and recreation
25 along our waterfront.
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Thanks‘again for the chance to
introduce myself to you here today. We 1look
forward to working Qith you for the future
of our Hammond project.

MR. VOWELS: Thank you.

MR. JOHNSON: If I might just add to
the Mayor's comments, I believe this is the
first time this Commission license has
considered a transfer of license to an
existing license holder, and the issues of
competition and market concentration that are
mentioned. What we're discussing here 1is
another aspect of market competition, focus,
‘attention and future development. Whén we
look at the other projects up there, we
don't know what's going on, it is a great

~concern to the City.

MR. VOWELS: Thank you.

Any gquestions?

MR. MILCAREK: Jay, do you want to
say something? |

MR. BOYD: Just very briefly, Mr.
Chairman.

Jay Boyd from Barnes & Thornburg for

the city of East Chicago and The Foundations
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of East Chicago.

Both the City and The Foundations are
huge fans of Harrah's, and our concerns about
this transfer, that is the say the diverting
corporate attention from Harrah's or diluting
the commitment of Harrah's to East Chicago

and to The Foundations, I believe have been

fully addressed by Harrah's presentation by

Mr. Sanfilippo this morning, and we'd like to
see those commitments or the preface that he
laid out for this transaction be part of the
approval.

One thing I heard from Mayor
McDermott at least gives me some pause as to
how all of this fits together, if that's a
statement that any capital investment or 
re-investment be the top priority for one
community over the other, I think is an
issue that probably is worthy of further
discussion among the interested participants.

Thank vyou.

MR. VOWELS: Thank, you, Mr. Boyd.

Mayor, how long have you been in
office?

MR. McDERMOTT: Four months.

~ Baynegz* hlreg
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MR. VOWELS: Sinée Jahuéry 12

MR. McDERMOTT: Since January 1.
Before that, Mayor Dedelow sent out a letter
putting the proposed deal on notice4that he
did plan to sit at the table and discuss
this matter with the Gaming Commission.

This 1s a particularly sensitive
issue with the taxes and what we're going

through in Hammond, Indiana, right now. In

O © oo N o o~ W N

fact, I have a proposal on the table that
11 uses casino money for significant tax relief.
12 So, it concerns me when we're talking about

13 a transfer of this type and possibly

14 affecting gaming revenues in the future.
15 This is something that is important to me
16 because we own the marina that they're

17 | talking about putting Harrah's in, and this
18 is something that I think we needed to bring
19 to your attention. I've had one hour to

20 talk about this merger, and I don't think

21 that's enough time.

22 MR. LAWRENCE: Mr. Sanfilippo.
23 | MR. SANFILIPPO:  In that hour, we
24 said the same thing we said here, that we
25 will live up to every commitment the

3
7
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1 Horseshoe organization has made to Hammond

2 and that we will be an active participant in
3 Hammond as we are in East Chicago and every
4 other community.

5 I am surprised by the Mayor's

6 comments. I believe I left that meeting

7 with an open invitation to give me a call if
8 ‘he had any concerns and wanted to further

9 talk about this.

10 MR. McDERMOTT: I can address that

11 for the Commission, if you'd like. I was

12 under the impression this entire time that
13 nothing was going to go before the Commission
14 until the FTC was done formulating a

15 competitive agreement. And as far as I was
16 concerned, that's where we stood still.

17 Nobody was talking because we didn't know

18 whether this deal was going to be approved
19 because of the anti-competitive reasons.
20 That's why we stand before you here today.
21 We found out three days ago we're supposed
22 to be here, from the Commission. And 1if we
23 are4truly partners and talking about our
24 land, why weren't we put on notice earlier
25 if we are truly partners.
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MR. VOWELS: So, 1s your concern the
fact that i1f Harrah's owns both of these
properties so close to each other, that
Harrah's may favor East Chicago to_fhef
detriment of Hammond?

MR. McDERMOTT: Because the city of
Hammond relies on gaming revenues SO much, it
may be an irrational cohcern, but it is a
concern that you have to think about. Not
only that, synergies were brought up earlier.
Most of the people on the Horseshoe boat are
residents of my city, live in my city, and
if we are going to have layoffs, that
affects me as well. I could lose employees.
I could have more people that are out of a
job.

MR. VOWELS: I den't think your
concerns are irrational. I think since this
was brought to our attention, those were the
same concerns that we had.

MS. BOCHNOWSKI: So, we have on the
record you saying that there will be no
layoffs, that you're going to live up to
that agreement?

MR. SANFILIPPO: That's correct.
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MS. BOCHNOWSKI: Our resolution says
that all terms, conditions and obligations as
contained in both the riverboat owner's
licenses as originally issued by the Indiana
Gaming Commission including any and all
requirements for re-licensure and any written

amendments thereto or any changes made by the

‘permission of the Commission, that those will

all be applicable.

MR. VOWELS: And all terms and
obligations.

MS. BOCHNOWSKI: And it keeps on
going.

MR. VOWELS: Point that out. ‘Mr.
Lawrence is going to address this in a
moment, that these will be the conditions
that we will accept this. But paragraph- - two
of this is what I was referring to, all
terms, conditions and obligations as
contained in the economic development
agreement between Horseshoe and the city of
Hammond must be adhered to. - And then I
guess the check and balance here is we'll be
coming up to Hammond Sometime this summer for

that eight-year license.
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MR.vSANFILIPPO: éan”I_aAd one more
thing, too?

I was very impressed with the Mayor's
passion when I met with him about his city,
and we recognize that, and we want to be
very good partners as Jack and the Horseshoe
team has been with the City. We plan on
doing that. And it is unfortunate that
we're having this conversation right now, and
I do think you're going to see in time that
we will live up to every commitment, as

we'

re agreeing to, that Jack has had, but we
will also be very good partners with the
'Mayor and his staff, too.

MR. VOWELS: When we initially went
through licensing hearings over these years,
there was a factor X tha